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27 Mgy 1068

NEMORANDUM FOR: Chief, WE/DDP
SUBJECT : IRG/SIG Matters

1. Attached is a copy of comments we prepared
today on an item added at the last minute to the 316G
agenda for next Tuesday.

4. Again, the comments had té@:be done hurriedly,
because, it seems the SIG never does anything except at
the lmst minute. I am afraid we will ever more frequently
be involved in providing this sort of guideline for Helms
and the Director.

3. The IRG probably was not concerned with this
Flat-Eximbank problem, but I am aware that, since my
visit to you several weeks ago, 1 have not received any
of the IR0 agenda, minutes, or papers which I had expected
you would start sending to me.

4. 1 share your view of the whole affair as a big
waste of time, but unfortunately we get involved from
time to time, and, your help is needed in keeping us
posted on what is going on so that we nay have as long
2 lead time ms possible to prepare for and think sbout
action we may be asked to take.
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STATINTL

SUBJECT: GSome Econocmic Implications of Possible Export-
Import Bank Loan for Fiat-Russian Plant

General

1. Fiat will attespt to peet Soviet needs with
Italinn built equipment to the extent possible, especially
in view of the depressed state of the Italian machine tool
industry. In the caseo of certain highly specialized
equipment, however, the Soviets will almost certninly
apecify items of U.8. or other foreign manufacture; in
other cases, Fiat will recognize Italy's inability to
design and manufacture certain types of highly specialized
machine tools economically. Fiat itself uses U.8. machine
tools in its Italian planta.

2., $50 million appears to be a reasonable value for
the equipment likely to be purchased by Italy in the U.8.,
although Prof. Valletta suggested that the sum would be
$30 million (but could be more) in a memo to Framklin D.
Roosevelt Jr. this past April., Fiat can be expected to
order roughly $20 million worth of equipment even witbout
s loan. With a loan and favorable delivery conditions
guoted by U.S. machine tool builders, the total could ex-
ceed $50 million.

Machines that would probebly be purchased in the U.8.

even without a loan

3. Fiat will almost certsinly purchase Gleason bevel
gear cutting machines aad Le Bload crankshaft lathes in
the U.8. These machines are highly specialized and not
available from other Free ¥orld suppliers. Whilo the UEBR
hag attempted to copy these machines in the past when U.8.
firms were denied export liceanses, their efforts were
costly and not very successful, In addition, Fiat is quite
likely to purchase highly specialized cemshaft and crank-
shaft grinders from the Nortcn and Landis Tool Conpanies,
and scme heavy body presges.
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4. The Soviet plant will require sbout 20 press::
lines worth §25 million. Bome of the presues for those
1ines will bave to be produced in the U.5., dut most can
de produced by U.K. licemsces, ¥ithout 2 loam, Fiat mey
specify that searly all of the presses be prodaced in the
P.X. Delivery times are also isporgant. U.S. builders,
principally U.S. Industries and Danly, are mow working at
eapacity, and may not be able to meet Fiat's delivery re-

irexents oan. however, farm out some of the

qu ts. yy OR ! -
busineas to the U.K, 'ﬂcurly'sll.ot.thn body pressea in

!i;t'c'!ﬁlzlin‘plsnta"ero produced in the U.S.

5. Fiat may purchuse automatic transfer lines ia the
G.ﬁ.-'n.!. producers, however, 4re working at capscity.

. Sisce alternative sources are readily mvailable ip other

eountries, Fiat is l1ikely to turn to them if it caonot

secure prompt delivery from the U.8.
possible Export of Yechnology |
6. The equipment likely to be purchased from the

U.5. esbodies advanced techmology, aud is sukject to ex=

PO licenses. The Soviets sould acquire this techrology

a other ways, howsver, e.g. by purchasing comparable
equipment from Westera Europs, by purchasing freos Europess
1icenseos of U.S. mamufacturers, and by utilizgmg readily
svailable techmical data. It 18 ot lack of rocess to ihis
technology which has heretofore preveated the USSR [rom
sspufacturing its own equipuent, but the cost of copying
U.8. designs for a limited Soviet narket.
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 yinth Mecting - May 31, 1966, 4100 pum..
b (Carricd over from May 24, 1966)

. A) (4:00 p.m.) Ex ort~Import Bank loan for Flat-Russian
- plant-=(Paper will be clrculated later). The ques-

: " tlon before SIG is that of providing foreign policy
#7 guidance to the Bank on its taking under active con-
- slderation a loan of up to $50 million to the Bl
(Instituto Mobiliare Itallamo) for the purchase in
& the United States of machine tools for use in the =
" automoblle plant vhich Fiat will build in the Soviet
. Union, ($I6 will ba joined by representatives of
. Troeasury, Commnoyxec, and Exyortflmpoxt,ﬁnnk.) -

Z;Bi&(&ﬁﬁgékiﬁatéiyjﬁésbfﬁ;ﬁﬁ) Anﬁigua Decp'wétef Projth—;;;i
- See attached Memorandum, ' (SIG will be joined bya
,;1.represenn&ti?é¥of;n$SA and the Expovt-~Tmpoxt Qank,)

-;QfﬂQ)M(APﬁf§ximatei§f4}45;ﬁgm;)‘ﬁiiitary Aid Progfam-for S
L late documents distributed last week.

- Tunisla~=Appropr
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. DEPARTMENT 01 STATE
: Lxecenive Secne TAIHM
Sanior Interdepartmental Group

o9
‘May 19, 1966

Recorq'gg_ﬁggﬁements and Decisions

Heegiqg of May 17, 1966

1

Present:

- The Under Secretary of State

(Chairman)

The Deputy Secretary of Defense

The Chairman, Joint Chiefs of Sta. .

The Director, CIA

The Deputy Adminlstrator, AID

Tha Deputy Director (Policy and Plans), UQLA,

S Mr. Burnett Anderson
- The Scaff Director

'”ﬂfE - ur. Solomon . 3 o . :f’f%

" ARA .=
o FUR »
C Yhite

., Treasury - Mr. Barr, Mr. Sullivan

= Ambassador Gordon
e, Btoossal
House .« Mr. Bator

A) Wit‘.h

proposal it was decided-

a)

b)

respect to thpﬂATO Military Paymenca Union f; iﬁ¥

On the assumpticn chac there will be no . net V; ifé
edditlonal exchange cost to the U,S,, the ;-
- RMPU w1l be to our advantage, R

the U.K. and the U. 8. are the wost obvious
beneficiarics, acceptance of the proposal
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giving the Germans the impression of joiﬁéll

Anglo-Amexican pressure;

¢) the projected visit of Secretary McNamara
to BonQSig/gg;y.(at the invitation of von =

Hassell) night offer the best opportunity -

for consultations with the FRG on the NMPU.

" Wilson-Exhardy meeting in London (May 23),
will prepare & negotiating schedule and -

d) IRG/EUR will zfgess the rcsults‘of the
will submit a recommendation to the SIG.

@) whether or not it Aiz:; feasible to consult -
with the FRG on this subject beforohand, -~

o general statement should be maide by the
9,8, at the NATO ministerial menting Lo
Prussels (June 6-8) on the desirability

of neutzalizing the balance of payments

- “aspocts of defense éxpenditures.

B)‘Discussed with Ambassado% Gorxdon the plans gg?¢  S
the withdrawal of the IAPF from the Dominicam

Hay féﬁi Schwartz
Staff Directox, 516
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18 May 1966
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Attached are some hastily drafted coamments on the
NATO Military Payments Union Plan. They were requested
by# late Friday afternoon 13 May and drafted
in the main by ORR Monday morning 168 May to meet a be-
fore noon deadline, I gather they were for Mr. Helms'

use at the SIG wmeeting on Tuesday 17 May which was to
consider the proposal,

I am not too happy with the comments and feel we
could have done a better job with a little more time
and thought.

I wonder if in the future when you receive any
papers from the IRG mill which might later surface at
the SIG meeting and upon which we might be asked to
comment, you could let us have an advance look at them,

We would then be in a better position to offer
comments on short notice when required.

25X1A

CD/WE/0CI

ads S
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“TRANSMITTAL SLIPIDATE(; ¢ 1966
ROOM NO. BUILDING
7G-31 Hgs
REMARKS:
[
!
STATINTL
FROM
0/DDI -
ROOM NO. BUILDING EXTENSION
5338
WAI241 AT @
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